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ENERGY ECONOMICS GUATEMALA 


BRIEFS 


USUMACINTA RIVER PROJECT--Feasibility studies are underway, as planned, on the 
use of the waters of the Usumacinta River, according to information released 
by INDE [National Electrification Institute] officials. It is a joint study 
by the Ministry of Agriculture, the Geographic Institute and INDE. Up to 
now, investment costs incurred by these three state organizations have not 
exceeded 150,000 quetzals, according to information given by Engineer Luis F. 
Saenz, INDE manager; but it is estimated that the complete feasibility study 
will come to about 3.5 million quetzals. This total amount will be shared 
as follows: INDE, 1.8 million quetzals; the Geographic Institute, 800,000 
quetzals; and the Ministry of Agriculture, 700,000 quetzals. "With this 
investment," it was stated, "we shall carry out a feasibility study on an 
alternative dam on the Usumacinta River, probably before the end of the year. 
Then we shall have to make a feasibility study with on-the-spet investiga- 
tions of a higher level. Later will come the task of obtaining funds for the 
construction project. All this means we are dealing with a project which 
cannot be completed over the short term," the communique said. "We have a 
long way to go to arrive at a decision as to the nature of the hydroelectric 
dam. Therefore, it is not possible to hazard a guess as to the multimillion- 
quetzal cost of the project which will be carried out with the Mexican 
Government. [Text] [Guatemala EL IMPARCIAL in Spanish 16 Mar 82 pp 1, 10) 
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ENERGY ECONOMICS PERU 


OIL EXPLORATION, PRODUCTION, POLICY VIEWED 
Continental Shelf Exploration 
Lima EL COMERCIO in Spanish 19 Feb 82 p A-1 


[Text] With the aid of a scientific ship, outfitted with the most modern 
equipment for deep~water exploration, PETROPERU [State Petroleum Agency] has 
undertaken geophysical surveys aimed at finding new hydrocarbon reserves on 
the continental sheif. 


According to information from PETROPERU, the scientific vessel, the "M/S Leon 
Migaux,"' a Norwegian flagship which arrived at the port of Chimbote on Friday, 
will record 6,500 kilometers of seismic, gravimetric and magnetometric lines in 
the southern and central zones of the continental shelf, at depths of up to 
2,000 meters. The work will take about three months. 


Financing for the geophysical research work wil’ be from an IDB loan. The 
Bank sponsors this type of regional study in the search for hydrocarbons. 


The research is being done for the first time in the southern zone of our 
continental shelf, which includes the departments of Arequipa, Moquegua and 
Tacna. In the case of the central area, it will complement studies previously 
completed at shallower depths. 


At the same time, the study will be used to outline areas of greatest interest 
revealed during previous geophysical research. 


It should also be pointed out that the Peruvian continental shelf has been 
divided into 28 lots, within the oil related area, 


According to a technical report, there are signs of the “possible presence of 
important sedimentary development" on the Peruvian continental shelf, for 
which reascn it is necessary to expand geophysical research to deeper areas, 
both on the shelf and slope. 


The scientific vessel is one of the largest and best equipped now used in the 
world for geophysical exploration for oil. It can measure the subsoil at 
depths of over 10,000 meters using computerized equipment. 








Oil Investment 
Lima EL COMERCIO in Spanish 25 Feb 82 p A-1 


[Text] Investments of over $450 million (about 247 billion sols) will be made 
this year by PETROPERU and contracting companies operating in the country. 

The investments will be used for exploration of new potential oil deposits 

and their development, Minister of Energy and Mining Pedro Pablo Kuczynski 
said yesterday. 


In statements made at the Palace of Goverument following his ministry's 
agreement with President Fernando Belaunde, he expressed his hope that this 
significant economic effort would at some time lead to important discoveries 
of the "black gold" so fundamental to national development. 


Kuczynski said that due to work done in the oil sector, the decline in proven 
oil reserves noted between 1977 and the end of 1980 had been halted. 


In this connection, he reported that in 1981, not only was the level of the 
reserves maintained, but even increased by some 50 million barrels, "despite 
the fact that the rate of extraction was the same as the previous year." 


The minister commented that in 1982, there wovld be an increase in production 
based on greater reserves, as stated on previous opportunities, but, he said, 
"it is not a matter of draining our fields and leaving our children without 
os.” 


Oil Production Decrease 
Lima EQUIS in Spanish 1 Feb 82 p 25 
[Article by Tito Ercilla: "Decline in Production"] 


[Text] Failure and deception: These two words sum up the administration of 
Minister of Energy and Mining Pedro Piblo Kuczynski, at least in the basic 
sector of petroleum. 


lle knew perfectly well that his plan was going to fail and therefore deliber- 
ately deceived the country. Furthermore, all those who supported him are 
accomplices in this fraud committed against Peru. 


Kuczynski was most generous in granting tax exemptions to the transnational 
oil companies, announcing, as a counterpart that: 1) he would increase the 
oil production of the transnationals; 2) he would rehabilitate PETROPERU's 
economic situation, which would be invigorated and strengthened. 


Over a year has gone by since that time and the clear, resounding result is 
that: 1) not only has the oil production of contractors not increased, but 
it has fallen; and 2) PETROPERU is worse off than ever. 

















Let us take a look at the situation, using the unequivocal language of figures. 
Let us compare the following: 


In 1979, national oil production was as follows: PETROPERU Northeast, 10.43 
10,432,000 barrels; PETROPERU Northern Jungle, 7,784,000 barrels; and PETRO~ 
PERU Central Jungle, 466,000 barrels. PETROPERU (secondary recovery from the 
Talara wells in keeping with a service contract with Oxi-Bridas), 2,174,000 

barrels; Belco, 10.34 million barrels; and Occidental, 38.75 million barrels. 


In 1981, with Kuczynski's tax exemptions, the following amounts of oil were 
produced: PETROPERU Northeast, 6,112,000 barrels; PETROPERU Northern Jungle, 
5,031,000 barrels; PETROPERU Central Jungle, 265,000 barrels; PETROPERU 
(secondary recovery), 5,329,000 barrels; Belco, 7,306,000 barrels; and Occi- 
dental, 28,464,000 barrels. 


The first set of figures corresponds to the months of January to December 
1979, The second set corresponds to the months of January to September 1981. 
However, the comparison is still valid because based on the information we 
have, the downward trend is surprisingly worse in the months from October 

to December of last year. All the figures given are official and have been 
taken from internal documents from PETROPERU. 


Another way to show the drop in oil produetion, not only of the contracting 
transnationals, but of PETROPERU itself -- as seen in the preceding figures -- 
is by observing production objectives set by the national cempany and ascer- 
taining whether or not they were met. 


In December 1979, Occidental set a production goal of 40,287,000 barrels, 
which was to be met in 1980. By the close of that year, that transnational 
oil company had produced only 38,648,000 barrels. 


One has to assume that by December 1980, with the tax exemption and public 
promises of Kuczynski that production was going to increase, the new govern- 
ment would establish higher goals for Occidental, which now had greater incen- 
tives from Kuczynski to produce. And yet, showing how false the government's 
promises were, the goal set for Occidental was scarcely 27,846,000 barrels, 
almost half that set by the previous administration in 1979. 


The goal Kuczynski set for 1981 was incredibly lower than what Occidental 
itself wanted, for which reason it exceeded the goal, producing 28,464,000 
barrels in 1981, a figure still much lower than that of 1980. 


The fact is that the price of oil on the international market is now dropping. 
Consequently, the transnationals have reduced and continue to reduce their 
production. They are no longer interested in exporting, but prefer to sell 
exclusively for the Peruvian domestic market, inasmuch as here in Peru, oil 
prices are rising instead of falling. This shows that the transnationals 

are not moved by incentives, but exclusively by their own world strategies. 














It is PETROPERU that suffers, for it pays the taxes of the transnationals, 
allows them to use the pipeline free and buys the oil from them, both for 
domestic consumption and export. 


With respect to export, PETROPERU has become a salesman for the transnationals, 
a free agent, a benefactor, because buying oil from transnationals for an 
average price oi $34 a barrel and then selling it abroad for an average $35 
means that it does not even get back the cost of transport. Rather, it loses 
money. 


As a result, PETROPERU lost some 8,000,925,000 sols from January to September 
1981 alone, according to its own figures. This loss can only grow because the 
transnationals are demanding that they be paid more for their oil and because 
in a suicidal policy, the current PETROPERU officials are lowering the pro- 
duction of the national company, 


PETROPERU will therefore soon go broke and the transnationals will rein abso- 
lutely. 


That is Kuczynski's dream. 
Kuczynski on Oil Policy 
Lima EL COMERCIO in Spanish 20 Feb 82 p A-4 


[Text] Minister of Energy and Mining Pedro Pablo Kuczynski said yesterday 

that the government is not making any special concessions to the oil companies 
and maintained that a possible closing of doors to investors in the sector 
"would mean applying the ostrich policy, sticking our heads in the sand without 
seeing that we are living in a competitive world." 


He emphasized that that is why criticisms of the government's oil policy are 
not justified and said that in his opinion, they result from a lack of know- 


ledge on the subject. 


Nevertheless, Kuczynski noted that if we hide our heads in the sand and let 
tame pass, "that wouid truly be serious because we would not know what we 
have, for without exploration and development, we cannot say whether the 
country has provable reserves of 5 or 10 billion barrels." 


Kuczynski recalled that while it is true that Peru's oil history was greatly 
influenced by the International Petroleum Company, we are no longer living in 
"the archaic times of the IPC." 


He said that in 1982, one cannot judge the behavior of a company whose conduct 
corresponded to the 1920's and which claimed and demanded ownership of the 


subsoil. 


He explained that things are different today simply because foreign investments 
have totally changed. It is no longer a matter of concessions but of service 
and operating contracts with all guarantees for the country. 











"Under these contracts, the enterprises work for PETROPERU. They turn over 
royalties, generally 50 percent of the oil. They pay a tax at a very high 
international rate. They have Peruvian high officials and in the case of 
Belco, make most of their equipment here. Consequently, they can in no way 
be compared with the IPC," he said. 


Kuczynski indicated that at any rate, three of the companies now operating in 
Peru (Shell, Superior Oil and Belco) signed their respective contracts with 
the government of Morales Bermudez, "meaning with Javier Silva Ruete," he said. 


He agreed that with the arrival of the Democratic government, the contracts 
were renewed. However, he specified that the new agreement had great improve- 
ments and essentially eliminated a clause which in his opinion limited the 
government's room to maneuver. 


"That clause, which I previously favored, extended to any new contract cover- 
ing a zone adjacent to the same operating area, the same benefits," the min- | 
ister of energy and mining said. 


However, he admitted that if anything interesting was now offered to the oil 
companies, it was through the law which the Congress passed in 1980, allowing 
reinvestment with certain tax benefits. 


He did point out that this legislative privilege is only applicable to rein- 
vestments for exploration and development, based on the discovery of workable 
reserves, and that it could be advantageous if there should be more discover- 
ies and greater production. 


"This cannot be foreseen. Now then, if it does not have good results, we 
shall have avoided the cost we would have incurred for such exploration," he 
said. 


Kuczynski stressed that consequently, there is no reason to fear the investor 
because not even China, which is in a political position far different from 
our own, harbors such fears. 


11,464 
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COUNTRY SECTION INTER-AMERICAN AFFAIRS 


COLOMBIA'S TURBAY ASKS VENEZUELA FOR JOINT MILITARY FORCE 
Bogota EL TIEMPO in Spanish 1 Mar 82 pp 1-A, 12-A 
[Article by Jesus Medina S.] 


[Excerpts] Cucuta, 28 Feb--President Julio Turbay Ayala said here yesterday 
that democracy in America, especially in the Caribbean basin, is threatened 
by forces alien to the ideology of freedom and asked Venezuela to join 
Colombia in creating a common army to defend the free choice of the peoples. 


He also warned that Latin America must not become prey to the rapacity of the 
extremist radicals who only trample on the rights of citizens, and he proposed 
that a new military strategy between Colombia and Venezuela be adopted to 

meet the common danger which threatens them. 


He also said he feels confident that before his term of office expires, the 
Government of Colombia and Venezuela will be able to arrive at new bilateral 
agreement for better relations between the two countries and added, "Let's 
see what we can agree on; one should not expect tremendous things, but a 
solid union can be created out of a number of small things." 


Turbay Ayala rejected the possibility of an armed conflict between the two 
countries because of the existing territorial dispute. He said, "No one will 
bring Venezuela and Colombia into a confrontation except to unite us in the 
common defense of American democracy." 


The president of Colombia spoke during the unveiling of a statue of the 
liberator Simon Bolivar, a gift from the Government of Venezuela, in the 
Colsag section of Cucuta. During the ceremony, President Luis Herrera Campins 
spoke in praise of the liberator. 


At the two presidents’ meeting, which is thought to be the last between 
Turbay Ayala and Herrera Campins in their capacity of chiefs of state, the 
Colombian president spoke in favor of closer ties between the two countries. 


Herrera Campins was cautious in his statements on the dispute over territorial 
waters and underwater rights which the two nations have been carrying on for 
more than 15 years. 











During che ceremony presided over by the two chiefs of state, there was total 
reserve on the part of Foreign Ministers Carlos Lemos Simmonds ana Jose 
Alberto Zambrano with regard to their conversations about the border dispute. 


Turbay Ayala arrived at Cucuta with several of his ministers at 1050 hours 
and his Venezuelan colleague arrived 15 minutes later. 


At Camilo Daza airport, they received military honors and then proceeded to 
the Colsag section to inaugurate the statue in honor of the liberator Bolivar. 


Turbay Ayala spoke: 


After praising Liberator Simon Bolivar, President Turbay Ayala pointed out 
that Colombia and Venezuela were not born, were not created, did not come 
into being as independent nations for the purpose of having confrontations 
but rather for the purpose of collaborating, and thus we interpret the ideas 
of Bolivar. 


Turbay Ayala said, "Fraternity and understanding with the Venezuelans is for 
me above all else." 


He added that in spite of the differences, and frequently injustices, which 
naturally come up between nations with common frontiers, "we feel that they 
are less important than the ties which bind us to Venezuela. Our future must 
be devoted not only to the full development of our economies but also to the 
defense of freedom in the Caribbean Sea and in America; it must be a future 
of solidarity and hope." 


Democracy Threatened 


Turbay Ayala warned that America and specifically the Caribbean basin are 
today threatened by forces from outside the continent, entirely alien to 
Bolivar's ideology, the ideology of democracy, and that now, more than at any 
other time, Venezuela and Colombia must join together closely, coordinate 
with each other and remain permanent]. in consultation with one another in 
defense of the freedom handed down to us by America's glorious father. 


Tacitly referring to the situation in Latin America, Turbay Ayala said that 
at this time we cannot discuss trifling matters or return to the era in 
which little men shortsightedly held back what could have been the great 
destiny of America. 


He pointed out, "We have to be farsighted and fully grasp the threats and 
dangers surrounding us and we must react as democrats in continuing to defend 
America as a land of peace, liberty and justice." 


He said, "If we were to fail now and allow ourselves to be guided by pretexts 
for disagreements that may arise, we would fall short of our historic mission 
and would be inexorably judged by future generations." 





He also warned, "I do not want to commit the sin of treason to my country and 
to America. I am convinced that it is our duty--and I tell this to my friend 
Herrera Campins--to strengthen our union, to arrive at more bilateral 
agreements, to study more assiduously our military strategy against the common 
dangers from alien forces which beset us." 


Turbay Ayala said, "The time has come in which we must become a single army, 
a single people, a single spirit; that is, the children of a single ideal." 


The Understanding 


Turbay Ayala invited the Venezuelan Government to seek a new understanding 
between the two countries and after pointing out that some progress had 
already been made in bilateral agreements he said: 


"We can go a long way. The doors of cordiality and the road to understanding 
are open; and our blood ties, geopolitical reasons, our future interests-- 
everything, absolutely everything, summons us to be the builders of the great 
nation Bolivar dreamed of." 


He insisted on the need for a common front in defense of American liberties 
and asked for a commitment by the two nations for this purpose. 


Turbay Ayala said, "Several nations in the Caribbean basin and even on the 
mainland have already lost their democracy and there are others facing 
difficulties in their struggles to maintain it or win it back. We could never 
allow Colombia and Venezuela to become prey to the rapacity of those extremist 
radicals or permit the loss of our form of government by law, or representative 
government, of institutions placed at the service of peace, understanding 

and everything that can be built with our intelligence." 


He then pointed out that Venezuelans and Colombians have the same feelings, 
the same human qualities, the same proved capacity for the management of 
their own affairs. Turbay Ayala said, "I believe then, that together with 

a people who are like us, to whom we are related, not only through a common 
father, but because of many other ties which bind us, we must make a solemn 
commitment on this plaza: to do everything we can to carry to completion the 
program of America's visionary genius." 
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VENEZUELANS WARM TO COLOMBIAN IDEA OF COMMON FRONT 
Bogota EL TIEMPO in Spanish 3 Mar 82 p 13-A 


[Text] Venezuelan Minister of Defense and Division Gen Bernardo Leal Puchi 
said today that his goverment "looks with much favor" on the proposal made 
last Sunday at Cucuta by Colombian President Julio Cesar Turbay Ayala to 
promote a common front with Venezuela to oppose subversion and the dangers 
which threaten democracy. 


"President Turbay has made a very interesting and clear appeal which we .eceive 
with much favor since the two peoples, the Colombian and the Venezuelan, have 
reached a single, clearcut decision as to their systems of government and a 
single philosophy as to the policies which should be followed in the management 
of societies." , 


The Venezuelan minister of defense spoke today at noon with President Julio 
Cesar Turbay Ayala at the Narino Palace. 


His counterpart, Colombian Minister of Defense Gen Luis Carlos Camacho Leyva, 
was also present at the interview. 


He added, "In Latin America democratic governments are. unique and it is only 
logical for us to agree on points of common interest in order to strengthen 
our own governments and our own societies and we should attempt by every 
means--economic, social, political and even military--to establish a common 
front for our mutual strengthening. Therefore this proposal is very 
interesting and with this visit we are seeking areas on which we can agree." 


The proposal of a common front in defense of democracy was made by President 
Turbay Ayala to Venezuelan President Herrera Campins. 


The Venezuelan minister also mentioned the Reagan plan for the Caribbean which 
he said means a change in position with regard to socioeconomic aid for the 
region. . 


He said, "We are pleased that all the nations can join in an effort to find 
solutions to their problems and that each of the peoples may, in its own right, 
make the decisions to meet the situations which are now arising and resolve 
them in the most clearcut and democratic way possible." 


10 








He added that the Reagan Plan, "from the point of view of collaboration is a 
new proposal for confronting the Caribbean problems." 


On being asked about the threat to the Caribbean democracies posed by the 
attitudes of Cuba and Nicaragua, the minister of defense of Venezuela said, 
"In the Caribbean area there is an intrusion of other forms of power, other 
ways of managing governments. We must examine this situation since there are 
of necessity very clear differences. If this situation poses a threat or may 
be a future source of concern regarding the stability of these democracies, 
we must deal with it in a thorough manner. At present, each nation is facing 
the situation as best it can with American solidarity as to our doctrines 

and our continental obligations. From the political-moral point of view, 

we must support the idea that each people should seek its own path and its 
own solutions, and this will stiengthen the democratic system." 


9204 
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COUNTRY SECTION BRAZIL 


POLL PROJECTS MONTORO VICTOR IN SAO PAULO IF ELECTION HELD TODAY 
Rio de Janeiro JORNAL DO BRASIL in Portuguese 7 Mar 82 p 5 


[Text] Senator Franco Montoro of the Brazilian Democratic Movement Party 
(PMDB) would be elected governor of Sao Paulo if the elections were held today. 
That is the finding of ‘the JONRAL DO BRAZIL-Brazilian Institute of Public 
Opinion and Statistics (IBOPE) poll taken during the period between 

16 January and 2 February in Greater Sao Paulo. The runnerup is the candidate 
of Governor Paulo Maluf, former mayor Reynaldo de Barros (Social Democratic 
Party --PDS). 


The poll lists nine candidates, four of them belonging to the PDS. If the 
popularity ratings of those four names--Adhemar de Barros Filho, Guilherme 
Afif, Laudo Natel and Eunaldo de Barros--were added together, the PDS would 
defeat Senator Montoro because together they add up to 8 points more than the 
PMDB senator. 


Popularity 


While the PMDB candidate was picked by 22.5 percent of the voters of Greater 
Sao Paulo, former Mayor Reynaldo de Barros got 14 percent, followed by 

former president Janio Quadros (Brazilian Labor Party--PTB), with 11.6 percent; 
former governor Laudo Natel (PDS), 10.4 percent and Luiz Inacio da Silva 
"Lula" (Workers Party--PT), 10 percent. 


The JB/IBOPE poll reveals also that 8.2 percent of the readers would not vote 
for any of the names listed. This rating is higher than those received by 
former Mayor Olavo Setubal (former Popular Party--PP--and now with no party 
affiliation), 7.6 percent; by Deputy Adhemar de Barros (PDS), 4.6 percent; 

by Senator Orestes Quercia (PMDB), 2.4 percent; and by the former secretary 
of agriculture and chosen by Paulo Maluf to run for the office of vice 
governor, Guilherme Afif, 1.6 percent. 


Of the 500 persons interviewed, 3.6 percent did not know and 3.4 percent pre- 
ferred not to reveal their choices. 


In this third poll (the first indicated Cleriston Andrade (PDS), in Bahia, 


and the second, Paulo Pimentel (PTB) in Parana), the PMDB candidate, Senator 
Franco Montoro showed that he is preferred by both men and women voters, in 
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all socio-economic classes, in all age 
groups and also at all educational 

The smallest differences between Montoro 
and Reynaldo are in Class B2/B3, where the 
level of income runs from 51,000 to 
160,000 cruzeiros, and among voters with 


levels. 


In the first case, 
Senator Montoro comes out 3.4 percent 


higher education. 


above former Mayor Reynaldo de Barros; 
and in the second, that preference is 


2.6 percent higher. 
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Among those polled in Class D (salaries 


up to 25,000 cruzeiros), no one failed 
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COUNTRY SECTION BRAZIL 


ELECTORAL REFORMS SAID DESIGNED TO CRUSH OPPOSITION 
Sao Paulo O ESTADO DE SAO PAULO in Portuguese 18 Mar 82 p 6 
{[Editoriai by Carlos Chagas] 


[Text] Another stage in the calendar of government casuistry was completed yes- 
terday with the announcement and sending to Congress of a new bill changing the 
rules of the electoral game for November. Since the new measures contained in 
the bill were known several weeks ago, there is nothing new. Neither is there 
anything new in the official intention to change legislation whenever the gov- 
ernment considers such a step necessary to benefit itself or its party. The 
bill provides that until August, any member of the PMDB [Brazilian Democratic 
Movement Party] can transfer from that party to the PDS [Social Democratic 
Party] or the smaller parties without immediate cancellation of his mandate. 

It also removes the requirement that the turncoat must belong to a party for 

1 year before being a candidate in this year's elections. In addition, it pro- 
hibits voters from voting for a party slate: they must vote for specific candi- 
dates. And the bill is being submitted in the straitjacket of automatic pas- 
sage, meaning that if the deputies and senators do not act on it within 40 days, 
it will become law automatically. 


The chief advisers to the president of the reptblic estimate that only two more 
changes in the rules of the game are foreseen as a result of the above: the 
smaller parties will find it easier to operate thanks to the suspension or lib- 
eralization of constitutional conditions, and there will be a new version of 
the Falcao Law, which will certainly continue to ban free political advertising 
on radio and television during the official campaign. No one is guaranteeing, 
however, that the Planalto Palace will not latch on to other expedients if it 
senses that despite all the casuistry engaged in so far, the PDS is still in 
danger of a crashing defeat. 


In Congress, the PDS and even small segments of the opposition want two other 
changes, but the government is washing its hands of them and even turning up 
its nose. The first would remove the ban on voting across party lines, and 
the second would increase the number of federal deputies from 420 to 500. If 
a majority of the deputies and senators propose those two changes on their own 
initiative, they must not expect official support or a veto either. It will 
be their problem. 
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Shamelessness continues to be the word of command among those who hold power, 
as is shown by the bill announced yesterday. Because while the possibility now 
exists for citizens to transfer from the PMDB--which now includes the former 

PP [People's Party]—-to the official slate or one of the fragments of laborism, 
the reverse is prohibited--that is, members of the PDS, the PTB [Brazilian La- 
bor Party], the PDT, and the PT are prohibited from going over to the PMDB un- 
less they want to lose their mandates and be barred from running in November. 
Two weights and two measures--a theory that will be followed by a practice of 
the most deleterious type: pressure on former members of the PP and the PMDB's 
members will begin to be applied--if it has not already begun--to agree to 
leave the opposition in exchange for favors, concessions, and benefits. The 
federal and state administrative machinery will be set going at full steam, as 
has happened on other occasions, and despite Deputy Ulysses Guimaraes' hope 
that no one will leave, the fact is that many will. They will do so because 
they want the official benefits or because of local political issues in their 
home states. The problem is that those local political issues work in the other 
direction as well--that is, many members of the PDS and the Labor Party feel 
uncomfortable in their present parties, but they will have to adjust and stay 
where they are in order not to suffer the penalties provided by the election 
law and the Statute on Political Parties, which are suspended only when doing 
so will benefit the government. 


The other change in the text announced yesterday eliminates voting for a slate. 
It prevents the voter from expressing his anxieties or relieving his exhaustion 
by voting impersonally for a party without indicating specific candidates. By 

coincidence, 80 percent of the votes cast for slates in the last election went 

to the opposition. 


It was being wondered yesterday in Brasilia whether the "little deal" sent to 
the legislative branch would be enough to guarantee the PDS of winning an abso- 
lute majority in the next Congress. It seems not, since at least two other 
government bills are on the agenda. One would facilitate the functioning of 
the small parties by eliminating the constitutional requirement that each one 
obtain 5 percent of the overall national vote in November (spread over nine 
states and with at least 3 percent in each of those states). As a result of 
that change, thousands of voters will abandon the theory of the "useful vote" 
and vote for the smaller slates instead of the PMDB. The second change would 
retain the ban on free political advertising on radio and television, because 
if they allow the opposition to speak and criticize, they will lose by a good 
margin. But who can guarantee that new batches of casuistry will not be shoved 
down Congress’ throat between now and November? After all, nothing else but 
that has been the rule since 1964 in the endless chain of countless changes to 
the rules of the game--all of which were promoted to prevent the defeat of the 
official slate. If palace research still indicates on the eve of the elections 
that the opposition may win, who can say that there will not be a bill to mul- 
tiply all the votes cast for the PDS by 10? 


From the standpoint of casuistry, and despite Gen Joao Figueiredo's promises, 
exhortations, and outbursts of exasperation, the picture is the same as those 
painted by his predecessors: democracy yes, and a political opening-up as well, 
sometimes in fact and sometimes as a promise, but the opposition parties cannot 
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win. And they cannot win because they cannot succeed by winning. Everything 
is being done to prevent the opponents, called enemies, from winning a majority 
in the next Congress, the purpose being to prevent them from becoming a major- 
ity in the Electoral College and electing the next president of the republic 
or, as another possibility, restoring direct elections. 


So if yesterday's initiatives are not enough, in combination with those taken 
in recent months and those now on the horizon, the legislative branch may very 
well be asked sometime this year to require that each party present its own 
candidate for president of the republic, a move that would favor the PDS if it 
continues to have the largest slate, even if it does not win an absolute ma- 
jority. Or the Electoral College could be enlarged to include one municipal 
councilor from each municipality (of which there are 4,000). Coincidentally, 
it is in the municipalities that government supporters have and will continue 
to have a majority. 


In addition to its casuistry, yesterday's bill contains a conspicuous legal 
aberration. It is a long-established legal principle that laws cannot be 
retroactive except to provide benefits. Article 8 of the new bill stipulates 
that its provisions are retroactive to 2 February. And it is crystal clear 
that those provisions are harmful to the PMDB-cum-PP, since they do not allow 
the "ins" and the laborites to go over to its ranks. There is no doubt, how- 
ever, that this outrage will also be formalized within a few weeks. 


In short, it is worth repeating that there is nothing new under the sun despite 
the steps forward taken by General Figueiredo since he took office: the repeal 
of AI-5 [Institutional Act No 5], the amnesty, freedom of the press, the lift- 
ing of ineligibility, the return to direct elections for governor, and aban- 
donment of the forced two-party system. But there is to be no alternation in 
power--a sacrilege which, if by some chance it is attempted, will bring down 
punishment from the seme old gods that are incrusted on Mount Olympus. 
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COUNTRY SECTION BRAZIL 


PMDB LEADER IN CHAMBER OF DEPUTIES DISCUSSES ELECTION PROBLEMS 
Brasilia CORREIO BRAZILIENSE in Portuguese 7 Mar 82 p 4 


[Interview with Deputy Odacir Klein, PMDB leader in the Chamber of Deputies, 
by Zanoni Antunes; date and place not given] 


[Text] The government of General Figueiredo, which began speaking of an out- 
stretched hand and political liberalization, is struggling today to change the 
label without changing its authoritarian content. In addition, through its 
repeated pronouncements, it is seeking to guarantee the holding of elections, 
sending a message to a group that is also in power but that wants to remain 
there without elections. Those and other opinions were expressed by the 
leader of the Brazilian Democratic Movement Party (PMDB) in the chamber, 
Deputy Odacir Klein, a 39-year old native or Rio Grande do Sul who next week 
will be returned to the leadership of the party, now numerically larger with 
the merger of the Popular Party (PP). Odacir Klein, without a doubt, is today 
the leader of asuper party. 


In this interview, Odacir Klein also speaks of the election difficulties of 
the Social Democratic Party (PDS), "which is being pulled by the government," 
and that has been "using and is going to use the administrative machinery in 
the distribution of the funds of the people against the people." The PMDB 
leader also accuses the government of being "radical," inasmuch as it in- 
vented the election packages. With cegard to the designation of Chico Pinto 
as secretary gereral of the PMDB, he is emphatic: "It is an internal problem 
of the party. It is not a problem of the government or the PDS." 


The Interview 


[Question] The last pronouncement of the president of the republic gives the 
impression that the PDS is being pulled by Figueiredo. Do you have that im- 
pression? 


[Answer] The PDS is really being pulled by the government which, in the first 
place, has concerned itself with the introduction of casuistic legislation to 
favor the government party. At the same time, it has been using and is going 
to use the administrative machinery for the distribution of the funds of the 
people against the interests of the people with the aim of helping the PDS. 
And why does it do that? Because it knows that the party does not have the 
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votes. The party is burdened with the onus of defending that disastrous socio- 
economic policy that exists here, The government wants to hold elections. 

*~sg plan to recycle authoritarianism calls for holding elections but it knows 
tha. it does not have the votes. It wants to win them and that is why it needs 
to pull the PDS. 


[Question] The Figueiredo government is approaching midterm. How would the 
opposition make a quick assessment of that government thus far? 


[Answer] The government began speaking of an outstretched hand and political 
liberalization and, in fact, during that period it issued the packages, ex- 
pelled priests, intervened in the unions, arrested union leaders, tried poli- 
ticians and has been seeking to keep the same arsenal of arbitrary measures 
that the previous govermments had. However, we have to admit that, more by 
force of popular pressure, we got amnesty and the resumption of direct elec- 
tions for governors. But those elections are now going to be held under the 
aegis of casuistic legislation, which shows that we were right. That means 
that, at the midterm of his administration, General Figueiredo shows that what 
we said about his liberalization plan, that it was an attempt to change the 
label and keep the content of authoritarianism, is really what is happening. 


[Question] The president of the republic has repeatedly guaranteed the holding 
of next November's elections. Is that repeated guarantee proof that the elec- 
tions are threatened? If so, by whom? 


[Answer] I always say that, in terms of power, there are three groups: The 
opposition group, which wants to change the structure of power. The opposi- 
tion wants the change through the political process, by winning electicns. 

It wants substantial change, it wants alternati>n. The other group wants to 
maintain power, but through contrivance in the election area under the 
appearance of democracy, the Planalto Palace group. And there is the third 
group, which is the group of the bombs, of Riocentro, which is the group of 
terrorism, the group of radicalism, which also wants to maintain power like 
the second group, except that it does not want to hold elections. So, in 
truth, when the president, who in my judgment is a member of the second group, 
wants to maintain power with the holding of elections, even if they are con- 
trived, he is guaranteeing that they will be held, he is sending a message to 
that other group that also wants to maintain power, but without elections. 


[Question] Is the PP-PMDB merger irreversible? 


[Answer] It is. It was a conscious act by the two political parties and its 
legality has already been declared by the court. 


[Question] Everything indicates that your return to the leadership of the 
PMDB is a quiet event. How do you view leading a superparty? 


[Answer] I do not believe there will be much difficulty because there is a 


great common purpose. The purpose is to prevent what the government wants, 
that is, to cause the PDS to win the elections even though it is a minority 
in terms of the popular will. The activity of the opposition this year will 
be turned in that direction. I do not see much difficulty in leading a party 
that is now expanded numerically. 
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[Question] Today, important positions in the present government are being 
occupied by prominent personalities of the era of the General Medici admin- 
istration, such as Minister Leitao de Abreu, Minister Delfim Netto and now 
the former minister of justice, Alfredo Buzard. Could it be a return to the 
Medici era? 


[Answer] A return to the Medici era would contradict what the president says, 
that is, that he wants to promote a liberalization plan. Now, I have no doubt 
that Mr Delfim Netto and other members of that government long for it. It 
would be very easy to manipulate our economy if there had not been a certain 
liberalization in the press--which has not been complete--if there had not 
been a certain opposition activity. 


[Question] How did you view the designation of Deputy Francisco Pinto as 
secretary general cf the party? 


[Auswer] As a normal act within a party that decides internally and that, by 
unanimity, decided that a congressman in the full exercise of his political 
prerogatives, an earnest congressman, should occupy the executive secretariat 
of the party. 


[Question] How do you view the statement coming from the government that Chico 
Pinto is a radical? 


[Answer] It is the government that is radical, Chico Pinto has been an 
opposition member persecuted by official radicalism. He made a speech in 
congress and because it was against a foreign dictator, he was charged and 
arrested. Was it he, charged and arrested, who was the radical? Or was the 
law radical? Or those who charged and arrested him? Chico Pinto has been a 
congressman who has pursued a consistent line of action, a confident line of 
action. And the matter of the selection of the party secretary general is the 
internal prerogative of the PMDB. It is not the problem of the government or 
of the PDS. Now, as in the fable of the wolf and the sheep, the government 
and the PDS are seeking pretexts because they were the ones who muddied the 
waters of Brazil. They are trying to say that it was the others who muddied 
them, the others who have been persecuted by government radicalism all these 
years. 
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COUNTRY SECTION BRAZIL 


PMDB PRESIDENT ULYSSES GUIMARAES DISCUSSES NATION'S ILLS 
Rio de Janeiro O GLOBC in Portuguese 14 Mar 82 p 5 
[Interview with PMDB President Ulysses Guimaraes in Brasilia; date not given] 


[Text] Brasilia--The president of the Brazilian Democratic Movement Party 
(PMDB), Deputy Ulysses Guimaraes said in an interview with O GLOBO that he 
considers Brazil's ill to be "basically political." He advocated the conven- 
ing of a Constituent Assembly as a starting point for the reestablishment of 
full democracy and said that "the problems of Brazil are not solved with 
violence." 


Following is the interview: 


[Question] You are the president of a party that has been characterized by its 
position as a critic of the regime. What are Brazil's ills today? 


[Answer] Today, the basic ill of Brazil is the fact that the country is not 
consulted. The fact that Brazil is ignored. Brazil suffers the consequences 
of a policy in which it does not participate. The ill is the fact that there 
is no participation; that is, there is no democracy. Brazil's ill is the 
authoritarian-regime. The system that has befallen the nation for almost 18 
years is a veritable encyclopedia of errors. In the future, it can be estab- 
lished as a rule of what not to do so as not to bring misfortune to the 
country; that is, take everything they did and do the opposite. The great 
reality of a nation is its people. In England, which does not have a consti- 
tution, they usually say that the first article of the constitution is the 
English people. When the people are ignored, do not participate, do not 
vote, the unions are not independent, all the mechanisms of the presence of 
society are either ignored or persecuted, the regime is no good. 


As a consequence of this, there come the men. An incompetent regime chooses 
men--I do not want to discuss their personal qualities; they may be honorable 
men, of integrity, etc.--but they do not take the election test. There are 
tests for everything in this country. When a person gets a cook, he wants 
references, he wants to know if she bakes cakes, cooks codfish well, etc. 

In Brazil, a citizen assumes the presidency of the republic, the governorship 
of a state and did not take the election test; he did not pass the election 
exam. It is a mistaken regime, with mistaken men, with mistaken policies in 
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its essential aspects. I consider that Brazil's ill is basically political: 
it is a country without politics, it is an unhappy country. Politics today 
means the state, the government, the presence of the community through its 
political organs. Until that is rectified--and that can only be rectified 
through the Constituent Assembly, through a democracy that honors that name, 
a congress that is a congress, inasmuch as ours has been stripped of its 
principal functions--the consequences will be those you have here. Foreign 
indebtedness which causes the administration of Brazil to be made from out- 
side. The president and the ministers are frequently out of the country 
arranging more loans to pay for the existing ones. Apart from the foreign 
debt, we have inflation, unemployment, the government lost and confused. To 
mention only the political sector, we have beenspeaking of election reform 
for more than 2 years while the nation awaits solutions for basic problems. 
They say that the fault is the opposition's, but we have to defend ourselves. 
It is unpatriotic for government not to have defined itself up to now. It 
carries out a policy of ups and downs, of advances and retreats, and confu- 
sion. For example, they made the package with complete linkage and they recog- 
nize now that itis bad for the government and are already thinking of estab- 
lishing linkage on two levels. To confront the merger, they make an amendment 
setting a period of 30 days to leave the party, which was already an absurd- 
ity. Now they ascertain that that was not enough, and the same government, 
with the same men, says that a period of 6 months is necessary. It is a 
full-length picture of a government that does not know what it wants, of a 
government that stays on the defensive without a reasonable amount of fore- 
sight. 


[Question] What is your prediction for 1982? Do you believe that the opposi- 
tion will win the majority of the governorships and of the chamber and succeed 
in changing the picture? In that case, do you have a proposal for change? 


[Answer] Our prediction is of very good results in the 15 November elections. 
In 1974 the results were good for the opposition and in 1978 they were better. 
That is a positive statistic, and the situation has worsened since 1978 be- 
cause of the errors committed by the state and federal governments. In the 
case of our party, we have what is very important: the cadres. In all the 
activity in which mankind engages, tne element man is basic. We have cadres 
‘or mayoralties, fox municipal councils, for assemblies and we have already 
had candidates for governorships for a long time. Basically, what society 
wants, what the citizen wants, what the great majority want, is to defeat the 
government. Then they will find a more correct course. When we are the ones 
who are chosen--and I believe that we will be in many states--the basic concern 
will be to get rid of what we have here, which is a nightmare for the people. 
The campaign is going to have the motivation of the election for governor, 
which formerly it did not have. This favors the campaign, therefore, we are 
going to have protagonists and an audience and the result will be very satis- 
factory for the PMDB and the opposition in general. 


We Have the Possibility of Electing 14 or 15 Governors 


[Question] How many governors do you believe the PMDB will elect? 








[Answer] We have the possibility of electing 14 or 15 governors. We can ex- 
pect that victory depending on the development of the campaign. In places 
where we had a very difficult situation, such as in Bahia, for example, the 
merger changed the picture, at least in comparison to the previc elections. 
That is also the case of Piaui and Maranhao. What has happened -th us is 
that instead of our situation worsening it has improved. 


[Question] What will be the relationship of the PMDB governors with the 
federal government, since the president of the republic is the honorary 
president of the Social Democratic Party (PDS)? 


[Answer] In the first place, we interpret all those victories we should win, 
specifically of governors and in the national congress, as one part of our 
struggle. We are going to put that in the service of our basic commitment, 
which is to the political emancipation of Brazil through democracy; to con- 
vene the Constituent Assembly, direct elections, since our commitment is with 
that in mind. With our victories we are going to gain more strength to fight 
for a constitution--because what we have here is not a constitution--the 
autonomy of congress; direct election for the president of the republic. As 
for the governors, we have administrative experience. In the course of our 
very uifficult existence. we have elected mayors, of cities that sometimes 
have the financial strength equivalent to some states of the federation, such 
as Santo Andre, Sao Bernardo, Campinas, Londrina. And what did those men do? 
They did not bow down; they transformed those cities into bastions of our 
struggle. We continued to win elections, including with a significant number 
of votes to elect deputies and senators of the opposition. 


What is due to the municipalities, we are going to demand without concessions. 
The elected governors will demand fulfillment of the law, especially in the 
matter of taxation. The mayors of the opposition conducted admirable adminis- 
travions, so much so that it has beer a rule in the PMDB and the old Brazilian 
Democratic Movement (MDB) that our mayoralties hardly slip out of our hands. 
The model is there. We are not going to wage any war, just as we do not do so 
in our congressional activity, but I do not want to say by that that we are 
gcing to capitulate, abandon the party. 


It Is Necessary To Have Autonomy; the Voter Is Going To Elect Governors, Not 
Puppets 


[Question] The secretaries of security are currently appointed by the presi- 
dent of the republic. How will the opposition governors react to that prac- 
tice? 


[Answer] Security as regards the state is the responsibility of the governor. 
The law is clear; security in the state is within the purview of state author- 
ities. If, for some reason, they prove to be incapable because of the magni- 
tude of the difficulties, then they resort to the government, even to the 
armed forces, if necessary. But on request. By request of the state or even 
the municipality. It is necessary to have autonomy. The voter is going to 
elect governors, not puppets. In the regime of 1946 to 1964, the secretaries 
of security were the responsibility of the governors, chosen by them. There 
was not any intervention of the central power. 
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[Question] There are candidates for governor who belonged to the old National 
Renewal Alliance (ARENA). Will there be any party control over those who are 
elected with that background to prevent them from enlisting in the federal 
govermnent? 


[Answer] We made the merger; we accepted the entry into our party of the 
leadership of the Popular Party (PP), and trust does not exist half-way. We 
were convinced that they really always acted here in oppositionist terms. If 
we accepted the merger, it was because we were confident that the merger was 
basically useful for our struggle, and we got together. I am certain that 
we are going to honor the basic commitment of the opposition, which is to rid 
the country of this system we have here, and those people we have here. 


[Question] The government complains that the merger was a blow against the 
multiparty system. 


[Answer] The government is very droll; it comes upon us with a stick, it 
comes upon us with a club, and when we yell, they, the government people, 
complain. They say that we are radicals. That we do not shake hands, that 
we have to understand them. A government that makes packages is now making 
that discrimination against us. When the government says that itis a provo- 
cation, that it is a confrontation, or whatever name it wants to give the 
merger, it is because everything that means alternation in office, every- 
thing that means losing the palaces, losing power, it calls provocation. 
Provocation is this: dislodging them. 


[Question] You have been president of the party for 12 years. Do you not 
believe that that conduct contradicts your opinion that it is necessary to 
dislodge the occupants of the palaces? 


[Answer] I have been president of the party for 12 years, but by the will 
of my peers. I do not have any Institutional Act No 5 (AI-5). The election 
is direct. And I believe that the principle of election must always be ob- 
served. If they believe that a person is good in a given position and is 
confirmed, in the case of the parties, by his comrades and fellow party men- 
bers, he stays. I have already contended for the position several times. 
‘nere were even hard-fought elections for the presidency of the party, and I 
do not have any instrument with which to persecute, to oblige, to compel. So 
that I have authority, even for the firmness with which the party has con- 
ducted itself and I hope I have reciprocated, for the firm and clear opposi- 
tion. 


[Question] Until a short time ago, the opposition feared a confrontation that 
might lead to political retrogression. During the past year, however, there 
was the defeat of the subslate by the movement of the opposition within the 
congress, and now the merger process. Was that change caused by the proxi- 
mity of the elections? 


[Answer] In the history of the party, retreat has never been a part of our 


political strategy. It may have in military terms, and that isnot cowardice. 
If at a given moment you find that you cannot engage in a fight, it is 
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not because you are a coward but because you believe it is not 

worth while. But even so, we never retreated. Even in the time of Al-5, 
that did not happen. At that time, amnesty, for example, was a prohibited 
word, and when I made my speech as an anticandidate, I took the position that 
it was a moral, ethical commitment. We always act in the belief that we have 

a duty to fulfill. Our struggle is not a bloody struggle, because the problems 
of Brazil are not solved by violence. We need to gain the support of society, 
but fear was never part of our vocabulary. We would not have faced the strug- 
gles that we faced and would not have gained the results that we gained. The 
procedure in the case of the merger is not an exception but the rule. In the 
judiciary reform episode, there were many who told us that the reaction would 
be, as it in fact was, the closing of congress. But we said: "We have commit- 
ments; we have defined our responsibilities to society, and if there is a reac- 
tion of violence, we will have the judgment of history." 


[Question] Do you still admit the possibility of a political reversal? 


[Answer] No, the evolution was great; there is no force to reverse it. There 
is no longer any group in the country that can desire a reversal and achieve 
it. The experience of the authoritarian government demonstrates that authori- 
tarian governments create more problems than they resolve. They are a problem. 
Therefore, what is a problem cannot solve another problem. It is the problem 
of the concentration of decisions in very restricted sectors, in fact, the 
president of the republic himself. We have the conviction that there is not a 
large sector of society that can make headway in intensifying the authoritar- 
ianism that exists here. 


[Question] You have already been an anticandidate for the presidency of the 
republic. Will you be a candidate for real in 1984? 


[Answer] I cannot say this far ahead because in politics situations are more 
thrust upon us than of our own making. I said a little while ago that I have 
a commitment with my party that abosrbs all of my time. In the meantime, there 
is a mobilization in Sao Paulo for me to be a senator. If I pesonally wanted 
to be a senator, I would have programmed it. It would be logical. If it is 
necessary to have elections for mayors, councilmen, senators, I do not see how 
we can keep the social body from electing the one who, in a presidentialist 
regime such as ours, has not been elected president of the republic. I do not 
understand how we do not have direct elections for the president of the repub- 
lic. And it isclear that, since my party, which is undoubtedly an important 
party in Brazil, has cadres, there is no doubt that we will vie for it. We 
will have a comrade not as an anticandidate but as a candidate for real, to 
win. 


[Question] Would you refuse to have a meeting with President Joao Figueiredo? 


[Answer] I have already met with the president a number of times; for example, 
when the German chancellor was here. The problem is not meeting. It is know- 
ing what the meeting is for. I can meet with him to speak about the Constitu- 
ent Assembly. People held a meeting of that responsibility in terms of sub- 
ject matter: there may be a convergence. If there is interest in discussing 
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a subject, which from our part would be to have a Constituent Assembly imme- 
diately, have direct elections, have an independent legislative branch, that 
is a subject. Without the agenda, it is very difficult for one to say. I am 
not going to meet with the president simply to say: '"Good day, are you feel- 
ing fine? Brasilia has a terrific climate; it is hot, it is cold."... There 
would be no interest either on my part or the part of the republic. 


[Question] Do you accept a Constituent Assembly convened by President 
Figueiredo? | 


[Answer] We have a long way to arrive at the Constituent Assembly. A Consti- 
tuent Assembly that does not have a national security law, that can distort 
popular expression. The opposition is prepared to move toward it if it 
believes that it will really result in a basic step for the country. We know 
that it will not be a Constituent Assembly or a constitution that is going to 
solve all the problems of Brazil, but it is a starting point. It is the 
point of the emancipation of popular sovereignty. To transform the congress 
into a Constituent Assembly is not a Constitutent Assembly. In the Consti- 
tuent Assembly, the citizen knows that in choosing the constitutent delegate 
to be his representative, he has the commitment of proposals for the solution 
of social and economic problems with which he agrees. If the citizen elects 
a deputy or a senator, he is not electing a constituent delegate. It is the 
so-called derived constituent power. It has to be the original constituent 
power. 
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COUNTRY SECTION BRAZIL 


CACEX FORECASTS INCREASED EXPORTS IN SECOND QUARTER 
Exports To Rise in Second Quarter 
Sao Paulo O ESTADO DE SAO PAULO in Portuguese 19 Mar 82 p 27 


[Text] Rio de Janeiro--An analysis by CACEX (Foreign Trade Department) of 
trends in the country's foreign trade states that exports, which have been suf- 
fering chiefly from the drop in prices on the international market for Brazil's 
main agricultural products--such as coffee, sugar, and soybean meal--will grow 
at a slow rate in the first quarter. But "better results will be obtained in 
the second quarter." 


Export earnings in the first month of the year totaled $1.7 billion, up 0.56 
percent over January 1981. Basic products provided $509.9 million, or 28.9 
percent less than they did in January 1981 ($717.4 million). Industrial prod- 
ucts provided $1.1 billion in January, for an increase of 21.61 percent over 
January of last year ($963.1 million). 


In the opinion of CACEX, "the drop in our sales abroad is a normal occurrence 
characteristic of the first few months of the year, since January ari February 
are considered atypical" because of the collective holidays granted by industry 
and the reduced number of working days, which totaled 19 in January and 18 in 
February. Even so, January's earnings were up 0.56 percent over those for the 
same month last year. 


Slow Growth 


CACEX points out that the performance of Brazilian exports in the first quarter 
of the year "must not be taken as a reason for pessimism, since over the years, 
exports have always experienced slow growth in this period, with imports and 
world trade showing the same behavior." 


To substantiate its forecast, CACEX published the export figures by quarter for 


the past 3 years. They make it clear that there is moderate growth beginning 
with the second quarter: 
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Average Exports in 1,000's of U.S. Dollars FOB 








Period 1979 1980 1981 
First quarter 1,042 1,371 1,726 
Second quarter 1,226 1,693 1,891 
Third quarter 1,392 1,736 2,047 
Fourth quarter 1,422 1,911 2,100 


CACEX Wants New Export Incentives 
Rio de Janeiro JORNAL DO BRASIL in Portuguese 5 Mar 82 p 17 


[Text] A reassessment of the system of tax incentives for exports of manufac- 
tured products was advocated yesterday by Benedito Moreira, director of the 
Bank of Brazil's CACEX. He said: "We must move toward granting tax exemptions 
on those products so that they will not lose their competitiveness abroad as a 
result of elimination of the bonus credit currently allowed by the IPI [Finished 
Goods Tax]." 


Beginning in April, the bonus credit on manufactured products will be reduced 
from 15 percent to 14 percent; in June it will drop to 12.5 percent, in Septem- 
ber to 11 percent, and in December to 9 percent. It is due to be completely 
eliminated in March of next year. 


In the opinion of the director of CACEX, compensation for the loss that elimi- 
nation of the credit will represent for exporters cannot be provided through 
the exchange rate by means of a steeper increase in the cruzeiro's devaluation, 
since that might jeopardize the government's economic policy: "Exchange correc- 
tion must correct the difference between Brazilian inflation and inflation 
abroad." 


He regarded as "circumstantial" the present difference between the exchange 
correction rate and the rate of inflation, saying that the faster rise of the 
dollar is offsetting past losses. To date, the dollar has risen by 99.804 per- 
cent in 12 months, while the annual rate of inflation in February stood at 

94.1 percent for March [as published]. 


The solution for compensating exporters would be exemption from or a refund of 
taxes based on the price formation of manufactured products, he said. "By next 
year, we must investigate a way of refunding taxes levied on manufactured prod- 
ucts. And granting incentives through taxes based on price formation is not 
condemned by the GATT agreements (GATT is a UN organization that concerns it- 
self with international trade and tariffs). So far, Brazil has not used exemp- 
tions because it had the bonus credit," he said. 


Export Goal Will not Be Achieved 
Brasilia CORREIO BRAZILIENSE in Portuguese 10 Mar 82 p 5 


[Text] The goal of $28 billion in exports for this year is in danger and may 
not be achieved. That admission was made yesterday by Carlos Viacava, 
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secretary general of the Ministry of Finance, as he announced the February 
trade balance figures, which showed a surplus of only $31 million. Exports and 
imports both declined last month. According to Viacava, the fault lies with 
the low number of working days in that month. Petroleum imports dropped by 
26.9 percent. 


The year-to-date figure for 1982 is $81 million, since the surplus for January 
totaled $50 million. And the accumulated total for the past 12 months has now 
dropped to $1,586 million. Secretary Carlos Viacava admitted that if the gov- 
ernment is to achieve its goal of $3 billion in exports, a favorable balance 
of at least $300 million per month will be required. 


In explaining the 15-percent drop in exports compared with February of last 
year, Viacava said that the products contributing most heavily to the drop 
were soybeans and soybean products, which have been experiencing a decline 
since last year. This happened after the harvest surpluses were all sold or 
consumed by domestic industry. The existing stocks in 1981 were sold at good 
prices, Viacava asserted, so the result was excellent. Only coffee has shown 
good results, since the price is still going up on the international market. 


As far as imports are concerned, Viacava said that the drop was due chiefly to 
lower petroleum prices in the last few days of the month, when a barrel of pe- 
troleum was being sold for as little as $28 on the spot market. If the decline 
continues, Brazil will have a balance of $1 billion in its petroleum account. 
Food imports, which were significant last year, are also not taking place, ac- 
cording to Viacava. 


He acknowledged that the market situation is very difficult and will continue 
to be so for some time. But Viacava predicted a inuch better result this month, 
saying that the "pace is much faster." As for the possibility that imports 
will increase over the next few months as industrial activity picks up, Viacava 
felt that the possibility exists, but he emphasized that it would be on a small 
scale. 


Changes 


Exports in February totaled $1.47 billion, compared to $1.729 billion in the 
same month last year. That is a drop of $259 million, or 15 percent. Coffee 
was up by 6.5 percent for a total of $180 million, compared to $169 million in 
February 1981. "Other products" experienced a drop of 17.3 percent. 


For both months--January and February--exports fell by 7.2 percent. Saies this 
year have totaled $3,177 million, compared to $3,425 million during the same 
period in 1981. Last year, coffee had dropped by 7.6 percent, while "other 
products” had dropped by 7.2 percent. 
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COUNTRY SECTION | BRAZIL 


CPRM TO PROSPECT FOR ORE, URANIUM IN LIBYA 
Rio de Janeiro GAZETA MERCANTIL in Portuguese 12 Mar 82 p 1 
[Article by Sergio Danilo] 


[Text] Rome--A mission of experts from Brazil's CPRM (Mineral Resources Pros- 
pecting Company) is in Tripoli winding up the sale of a package of geological 

services to the Libyan Government for $24 million--$14 million in services and 
$10 million in imports of equipment for the Libyan mining sector--according to 
what this newspaper was told by sources at that firm. 


Another package is being negotiated with Col Mu'ammar Qadhdhafi's government. 
A much more ambitious package, it will make the CPRM the first international 
firm to have an influence on Libyan mineral policy 


It involves establishment of the Brazil-Libyan Joint Group, a five-member con- 
mittee consisting of Libyan and Brazilian experts that will sign a cooperation 
agreement in the mining sector leading to contracts for several exploration 
projects covering 1,759,000 million square kilometers of Libyan territory. 


In addition to furthering the search for underground water, geologic mapping, 
geophysical airborne prospecting, terrestrial geophysics, geochemistry, explo- 
ration for ferrous metals, and mineral analysis, the CPRM, in response to a 
request from the Secretariat of Atomic Energy of the Socialist People's Libyan 
Arab Jamahiriya--the country's official name since 1977--will investigate anonm- 
alies noted in geophysical airborne prospecting in the search for uranium. 

This will involve 10 geologists in a 630,000-square-kilometer area in Libya's 
central-west and southern regions. 


According to information from the Libyan Government, the first uranium prospect- 
ing will take place on Libya's frontier with Algeria and Nigeria [as published; 
presumably Niger intended] and in southern Libya, including part of Chad. 

Thanks to the use of geochemical methods, Brazilian exploration efforts will 

be able to indicate with reasonable certainty the possibility of discovering 
that nuclear mineral as well as carboniferous deposits extending from the di- 
rection of Hassi Atshan to Libya's frontier with Algeria and Niger. 


Everything will now depend on bringing the negotiations to a conclusion and 
establishing the CPRM's Tripoli office, which is expected to be in operation 
during the first half of this year. 








Another important factor in the package of services being negotiated with Libya 
is the sale of Brazilian technology and equipment, chiefly airborne magneto- 
metric surveying services. Brazil now has the most modern and sophisticated 
mineral prospecting equipment. 


In the past 10 years, the CPRM has successfully covered more than 2 million 
square kilometers with airborne geophysical profile surveys and perfected a 
complete methodology for flying and for processing and interpreting data. 


Libya is said to need 600,000 kilometers of profiles in order to supply the 
basic data required by the Brazil-Libyan Joint Group for mineral exploration 
throughout the territory. The new feature would be the introduction of 
Bandeirante-type aircraft, which are produced in Brazil by EMBRAER [Brazilian 
Aeronautics Company]. They would be used to conduct geophysical airborne pros- 
pecting and would open up an important door for similar services in Africa, 
where the CPRM has already provided such services for Somalia, Mozambique, and 
Guinea. 


The Libyans are also interested in having their technicians trained in Brazil, 
chiefly in the areas of geology, mining, hydrometallurgy, and remote sensing. 
The CPRM has all the facilities for accepting the Libyan delegation if a coop- 
eration treaty is concluded between the two countries. If there is such a 
treaty, the CPRM would be obligated to train the Libyan technicians and to ar- 
range practical training programs for them with the country's other mining 
companies. 
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COUNTRY SECTION | BRAZIL 


NAVY OFFICIAL DEPLORES BUDGET CUTS, DISCUSSES IMPACT 
Sao Paulo O ESTADO DE SAO PAULO in Portuguese 20 Mar 82 p 5 


[Excerpt] Rio de Janeiro--Adm Raphael de Azevedo Branco, director general of 
navy materiel, said yesterday in Rio de Janeiro that "the plan for the navy 
was originally budgeted at $1 billion to cover the construction over a 10-year 
period of 3 submarines, 1 training ship, 12 corvettes, and several smaller 
ships such ai: buoy ships, but it was not considered acceptable by President 
Figueiredo. In view of the government's current policy of giving priority to 
the social area, he approved a budget of only $600 million." 


As a result, he said that with the available appropriation, only four corvettes, 
one submarine, and one training ship will be built, a number he considers "far 
below the minimum necessary for having a navy that is strong and capable of 
defending our country from any threat of invasion." 


He also recalled that 20 years ago, 25 percent of the government's budget went 
to the armed forces, and in comparing that with the appropriation currently 
available to the military, he deplored the fact that "at present, the three 
services are receiving about 10 percent of the federal budget. In the navy's 
case, we can say that several of our ships are totally obsolete." 


According to the admiral, a ship that has been in service for 25 years in other 
countries is no longer part of the navy: "In Brazil, several of our ships have 

been in operation for over 30 years. Examples of that are the 12 destroyers, 

4 American submarines, and 10 Dutch corvettes that should have been deactivated 
at least 5 years ago." 


In his opinion, the Brazilian naval shipbuilding industry must continue to 
grow steadily despite all the financial problems facing the country. He ex- 
plained: "Our hope is that Brazil will continue to develop rapidly so that 
along with it, our navy will also develop." 


In the opinion of the director general of navy materiel, the fact that such 
ships are being built exclusively by Brazilians--including a large share of 
the technology involved--represents development by our naval shipbuilding in- 
dustry. 
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Emphasizing the navy's importance, Azevedo Branco also recalled that 95 percent 
of Brazil's exports and imports are carried by sea. "To get an idea of that,” 
he added, "it is enough to remember that petroleum, even that produced in Bra- 
zil, is carried on ships. If someday that type of transportation is not avail- 
able, the country will certainly come to a standstill within 2 months at most." 
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COUNTRY SECTION BRAZIL 


QUADROS RETURNING FROM LIBYAN VISIT WITH TRADE BIDS 
Rio de Janeiro O GLOBO in Portuguese 12 Mar 82 p 4 
[Report by Eliezer Strauch] 


[Text] Jerusalem--Former president Janio Quadros returns to Brazil Sunday 
after a 2-month trip through Europe and the Middle East. He is bearing a 
message from Colonel Mu'ammar Qadhdhafi expressing interest in expanding trade 
with Brazil and a bid from the officials of the Libyan economic-financial sec- 
tor to acquire part of the stockholding control of a Brazilian bank. 


Janio provided that information in an interview with 0 GLOBO after completing 
a 56-hour visit to Israel, the last stop on his itinerary. He was received 
by President Yitzhak Navon, Foreign Minister Yitzhak Shamir and the president 
of the Knesset (parliament), Menachen Savidor. Janio toured the Golan Heights 
region and paid tribute to the victims of Nazism in the Yad Vashen Holocaust 
Museum. 


He proved to be informed about recent events in Brazilian politics but did not 
want to comment onthem, alleging that it is his rule not to discuss Brazilian 
internal affairs when he is abroad. 


"I heard rumors that the government is reportedly studying the parallel 
linkage of votes," Janio said. "I was informed about the decision of the 
Superior Electoral Court pertaining to the merger of Popular Party (PP) and 
the Brazilian Democratic Movement Party (PMDB). I know about the promise of 
authorities to adopt effective measures on behalf of the so-called small 
parties, and I also am not unaware that Mr Magalhaes Pinto has joined the 
Social Democratic Party (PDS). But I am not going to say what I think about 
those matters while I am outside of the country." 


Audience With Figueiredo 


One of the first steps Janio will take as soon as he returns to Brazil will 
be to seek an audience with President Joao Figueiredo in order to inform 
him about what he observed during his trip, especially with regard to the 
opportunities for trade between Brazil and Libya. But he makes one reserva- 
tion: 
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"T am only going to ask that the audience be held anywhere except Brasilia. 
1 swore that I would not set foot in Brasilia and I am going to keep my promise 
until the day I die." 


Janio returned quite impressed with Libyan Prwsident Mu'ammar Qadhdhafi, who 
seemed to him to be “even a very calm, thoughtful and sincere person.” 


"T had a l-hour meeting with him," related Janio but, since he refuses to 
speak any other language but Arabic with foreigners, even though he is fluent 
in English, our contact was limiced by the need to use an interpreter. But lI 
left the meeting convinced that the chief of the Libyan revolution is nothing 
like what the American newspapers say of him." 


Janio asserted that the "friction" between Libya and the United States "is 
essentially the result of the inability of the Americans who, in terms of 
foreign policy" are still in short pants and do not come up to the feet of 
their European allies." He maintained that the U.S. boycott affects Libya 
"34s much as the boycott of Soviet caviar proclaimed by Washington to express 
its displeasure over the invasion of Afghanistan does. 


"If the Americans do not buy oil and other products from Libya, or do not 
want to supply them with the equipment they need, others will do so, including 
Brazil," he said. 


He considers that Libya not only has something to offer Brazil in the area 
of economic relations but is extremely interested in expanding cooperation 
between the two countries. At the outset, it has plans to open a Libyan- 
Brazilian bank, including through the acquisition of minority control of 
one of the existing banks in Brazil. 


"They want to buy machinery, tools, motors and motorized vehicles from Brazil. 
They are interested in the presence of the Brazilian merchant marine in their 
ports. It is necessary not to forget that the Brazilian Petroleum Corpora- 
tion (PETROBRAS) has in Libya one of the few oil exploration concessions 
granted by that country to foreign companies," he added. 


Janio justified his visit to Israel after having gone through Libya and Egypt. 


"What brought me here," he said, "was a question that I asked myself: how is 
it possible that the Israelis, having made the extraordinary sacrifice of re- 
turning to Egypt the lands of the Sinai, with all the oil that they them- 
selves had developed in the area--and there is no like precedent in our time-- 
have taken the decision to establish their civil authority in the Golan, 
which was interpreted as an act of annexation. I determined to view the 
problem on the spot. I spent half a day visiting the Golan Heights and was 
convinced: those lands dominate the whole extent of the Jordan Valley and 
Calilee. From the top of those hills one can hunt the people of Israel with 
a simple shotgun. Israel does not close the doors to dialog with Syria. 

But as long as the latter persists in its rejection of dialog, what Israel 

is doing is an act of legitimate defense." 
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Janio said finally that he did not have nor does he plan to have contacts with 
the PLO, and he explained why: 


"The Palestine Liberation Organization, headed by Yasir Arafat, on various 
instances has shown itself to be an instrument of terrorism, and I do not be- 
lieve in terror as an element of negotiations in the world in which we live. 
So that, as far as I am concerned, Mr Arafat is a foreign policy outlaw." 
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COUNTRY SECTION BRAZIL 


BRIEFS 


INDUSTRIAL PRODUCTION DOWN--In January of this year, Brazilian industrial pro- 
duction continued the downward trend that has been noted since February of 
last year. The processing industry, which has a decisive influence on indus- 
trial behavior as a whole (including the extractive industry), showed a drop 
in production of over 10 percent during the period from February 1981 to Jan- 
uary 1982 in comparison with the same period in the year before that. The of- 
ficial figures will be announced by the IBGE (Brazilian Institute of Geography 
and Statistics) this week. Industrial production last year fell by 9.6 per- 
cent in comparison with the preceding year. In the same period, the processing 
industry showed a drop in production of 9.9 percent. According to the experts, 
January's results show that in overall terms, there are no signs of a recovery 
in industrial production following a year of declining activity. [Text] [Rio 
de Janeiro O GLOBO in Portuguese 18 Mar 82 p 23] 11798 
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COUNTRY SECTION COSTA RICA 


CARAZO INTERVIEWED BY 'O GLOBO" ON CENTRAL AMERICAN CRISIS 
Rio de Janeiro O GLOBO in Portuguese 10 Mar 82 p 17 


[Interview with President Rodrigo Carazo Odio on Salvadoran crisis, in San 
Jose on 9 March, by O GLOBO special envoy Paulo Cesar Pereira] 


[Text] San Jose--Costa Rica's President Rodrigo Carazo Odio said yesterday 
in an interview with O GLOBO that the only way out for a peaceful solution 
to the Salvadoran conflict is the elections scheduled for 28 March, for, in 
his opinion, after that contest there will have to be an intensive dialogue 
"with the participation of all sectors interested in Salvadoran politics." 


At the National Theater where he presided over the opening ceremony of the UN 
Latin American regional meeting, preparatory to the World Convention on Aging 
to be held in Vienna in August, Rodrigo Carazo said that, among Central Ameri- 
ca's problems, the main one is accumulated proverty, with minority groups 
struggling to obtain and retain economic and political power in the area. 


Moreover, he denied any possibility that Costa Rica would serve as a military 
base for the United States in the Caribbean area, as reported recently in the 
WASHINGTON POST. 


"There is no possibility of installing military bases in Costa Rica. We do 
not even have bases, for we have no army,” he explained. 


This is the interview given to O GLOBO by the Costa Rican president: 


[Question] Mr President, what is your opinion about President Reagan's 
speech on the Caribbean given before the Organization of American States 
compared to Mexican President Lopez Portillo's plan for that area? 


[Answer] I agree with both presidents; it is of great interest to us to 
support President Reagan's plan inasmuch as it is a matter of basic assistance, 
even though subject to approval by the U.S. Congress; it offers a distinct 
perspective and speaks of fair trade for the Caribbean area. In this regard, 
it is different from anything else the United States has done in the area, 
which, up to now, has been circumstantial financial aid and chance presents, 
with which we were never in agreement. 
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In this case, to open the way for full trade, the United States is changing 
its position, and this is of interest to us. Lopez Portillo's position 
deserves all our support, for we believe that any policy established with 
regard to the Caribbean and Central America must be once and for all without 
discrimination as to nations, for we are not interested in having the United 
States help us to obtain allies but rather to obtain justice. 


[Question] Mr President, has unemployment in Central America due to economic 
problems had repercussions in Costa Rica? 


[Answer] No. The situation in Costa Rica is much better than in other 
nations. According to pessimists, our unemployment rate is 9.2 percent; 
those who are more optimistic place it at 8.9 nee But 9 percent is an 
exceptional rate in this area. 


[Question] How many refugees are now in Costa Rica? What is their situation 
and to which groups do they belong? 


[Answer] They are refugees from all groups, all origins and all races. 
Sincerely, it does not interest me to know how many there are, for this type 
of record-keeping affects the possibility of offering refuge, since statistics 
are used by those who oppose our receptivity to all who seek our help. 


[Question] What is the reason for the Central American crisis? 


[Answer] Basically, we have the painful privilege of being on the side of 
friendly countries which have many problems of a social nature. We have a 
tranquil political and social life. Central America's biggest problem is 

the accumulation of many years of poverty, with minority groups struggling to 
maintain the status quo to retain economic and political power. There are 
still serious inequities in international trade, since we pay for what we 
export and they charge us exorbitantly for what we import. In addition, the 
major powers want to bring their quarrel to small countries and not to their 
cities. 


[Question] Do you put Soviet and U.S. meddling in the area in that framework? 


[Answer] iJhen there is a desire for area domination, the framework does not 
matter. What matters is the meddling. 
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COUNTRY SECTION COSTA RICA 


CENPRO'S DIRECTOR: 'UNIFY EFFORTS TO ATTRACT INVESTMENTS’ 
San Jose LA REPUBLICA in Spanish 11 Feb 82 p 14 


[Text] According to preliminary reports, the executive director of the Invest- 
ment and Exports Promotion Center (CENPRO), attorney Miguel Ruiz Herrera, has 
stated that the current situation in Central America and local problems caused 
a substantial decline in foreign investments in our country last year. 


He attributed the reduced investments to the negative image which foreign 
investors have of the Central American isthmus, although he did not want to 
mention figures since studies have not been completed. 


He added that foreign investments have traditionally aided the country in 
resolving its balance of payments problems, and we need this today more than 
ever. Only thereby can we increase our production and exports to the levels 
the country needs in order to advance. 


However, he stressed, despite the fact that Costa Rica is a country suited 

to investment, the political situation in the area, and on many occasions 

our attitude toward the investors, have kept sizable investments we very much 
need away from the country. The oil pipeline was a typical case. 


The director sai “hat despite this whole picture pertaining to last year, 
visits paid by potential investors had increased in recent weeks, in part 

as a result of the publicizing of the potential the country offers carried 

out by various public and private sectors abroad. The efforts of these groups 
have also been designed to persuade friendly governments to encourage their 
businessmen to invest their capital in this country. 


Reasons for supporting the country and, naturally, the fact that Costa Rica 
also represents an excellent opportunity for making investments, play a role 
therein. 


Unity Needed 
The executive director of the CENPRO said that on the basis of the recommendations 
of international advisers, the efforts being made by various institutions 


with a view to attracting investment, as well as promoting exports, need to 
be unified. 


39 








He stressed the need to work together in order to achieve greater benefits 

at lower cost, and to avoid duplicating efforcs as well as interinstitutional 
clashes. The recommendations of these experts indicate that an institute 

of foreign trade should be established in Costa Rica, and the task of attracting 
investments as well as the work of an important sector for the promotion of 
exports and other functions related to this should be concentrated therein. 


The director explained that one sector of vital interest would involve the 
location of manufacturing establishment in the free zones, since Costa Rica 
currently has various fields within this sector toward which the capital and 
technology of investors should be attracted because of the immediate impact 
this would have on the economy. 


The director expressed the view that among the investments with medium-term 
return, those in agroindustry and fishing, mainly, should be encouraged now. 


Also, another field we should promote calls for attracting foreign capital 

for investment in already established enterprises with healthy functioning 

and excellent products, but because many of them contracted major debts abroad 
before the foreign exchange problems developed, they now urgently need rein- 
forcement capital, Ruiz Herrera said. 
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COUNTRY SECTION COSTA RICA 


EXPERTS REVEAL POSITIVE OUTLOOK FOR INVESTMENTS 
San Jose LA REPUBLICA (EL INDUSTRIAL supplement) in Spanish 11 Feb 82 p ll 


[Text] A team of experts from the German Development Institute has completed 
a study project on the Costa Rican industrial sector, and they have reported 
"positive prospects" for foreign investments in this economic field. 


This group, made up of a lawyer and five economists directed by Peter Richter, 
worked for 2 months and drafted a series of recommendations for promoting 
and regulating foreign investments. 


"Despite the country's difficult economic situation, investments in the industrial 
sector continue to be of great interest to foreign enterprises," the German 
experts say. 


Explaining their view, Richter and his colleagues pointed to "the sectors 
processing domestic raw materials and the processes requiring intensive use 
of manpower as the two, above all, in which foreign investments can make a 
contribution to the reorganization which Costa Rican industry needs." 


On the subject of the role played by foreign capital in the past, the German 
experts noted that "it should be stressed that in many cases the foreign invest- 
ments made in the past produced negative effects for Costa Rica." 


A preliminary evaluation of the results of the work the German experts did 
shows that "the political stability of Costa Rica has been the strongest factor 
in the decision of foreign investors to locate their enterprises here." 


On the other hand, the limited availability of bank credit has been the most 
critical factor they have encountered, in the view of the businessmen interviewed 
by the German experts. 


Also, the researchers said that "foreign enterprises make a very positive 
judgment on the infrastructure and the quality, availability and cost of manpower, 
as well as the efficiency of the Costa Rican legal system." 


The team of experts has recommended that the government promulgate suitable 
legislation, because, "foreign investments will only contribute favorably 

to socioeconomic development if the state regulates and manages how they come 
into the country and function.” 
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COUNTRY SECTION COSTA RICA 


ECONOMIST EXPRESSES VIEWS ON CURRENT SITUATION 
San Jose LA NACION in Spanish 21 Feb 82 p 4A 
[Article by Lidiette Brenes de Charpentier: "No Survival Without Sacrifice"] 


[Text] All of the economic indicators suggest that the delayed effects of 

the 400 percent devaluation of the colon will make themselves felt in 1982, 

such that a tremendous sacrifice will be required in order to survive, according 
to Dr Carlos Manuel Castillo. 


"We will reach the low point in the crisis this year," he explained. However, 
with an understanding on the part of everyone of the harsh measures which 

it will be necessary to implement, it is feasible to begin economic recovery 
beginning in 1983, he predicted. 


It is essential to check currency devaluation, he said. Dealing with the 
problem of unemployment and concentrating on a program to save the enterprises 
which are on the brink of disaster are other important fields of action. 


Other painful rules which will inevitably have to be implemented to save the 
country include limiting imports, exercising discretion in paying out foreign 
exchange, and imposing rational taxes and tariff rates. 


Indices 


In support of his diagnosis, Dr Castillo cited various indices which make 
it clear that 1982 will be as critical as the preceding year, or perhaps more so. 


Carlos Manuel Castillo acquired his experience in the posts of minister of 
economy under the last Figueres administration, second vice president of the 
republic, minister of the presidency under the Oduber administration and National 
Liberation presidential nominee. 


Now his name is mentioned as a possible president of the Central Bank, although 
he explained that the only person who can announce such appointments is Don 
Luis Alberto Monge. 


He supported his assertion by stating that for the second consecutive year 
national production (gross domestic product) will be negative this year. It 
will be down by 2 percent, he said. 
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Inflation, measured in terms of prices to the consumer, will be equal to or 
greater than last year. 


Unemployment, which affected 79,617 persons in November of 1981, will increase 
when the coffee harvest ends, so that it is likely that by July there will 
be 120,000 unemployed. 


Given this picture, the first thing which should be tried is to halt devaluation, 
and, logically, to stabilize the exchange rate, the economist explained. 


It is essential to draft a foreign exchange budget which will make it possible 
to correlate expenditures on imports with the potential income from exports, 
he explained. 


This means an overall reduction in imports, on the one hand, and the application 
of a selected criterion for the distribution of foreign exchange, on the other. 
This will obviously be done in the sectors where it will do least harm, and 

it is necessary to try to avoid interference with the flow of goods and services 
insofar as possible. 


Social Sector 


According to this economist, it is necessary to take action in two sectors 

on an emergency basis. One need is to deal with the most acute evidences 

of unemployment, because when it is said that there will be more than 120,000 
unemployed in July, this means that in reality hundreds of thousands of persons 
will have no income and will face very difficult situations in trying to survive, 
"which we cannot tolerate in Costa Rica." 


Circumstances such as these, never before seen, require actions that we have 
never seen before either, he argued. 


One solution would be for the people who have jobs to contribute part of their 
wages so that others can eat. The mechanism can be discussed later, but this 
must be put into operation for reasons of brotherhood and security, he commented. 


A change in labor schedules would be made, because charity or gifts erode 
the social svstem, he said. 


Another urgent task, also designed to prevent unemployment, calls for preventing 
the general shutdown of enterprises which are on the brink of bankruptcy because 
they are victims of the situation. 


This could be put into practice, Dr Castillo said, by using banking tools 
and grouping enterprises according to the common characteristics of their 
problems, in order to provide speedier solutions. 


Debt Negotiation 


Dr Castillo is of the opinion that private debt obligations should be included 
in the renegotiation and dealings with the foreign public debt, and that the 
business sector should be aided to refinance it with resources obtained by 

the government abroad. 





Simultaneously, the economist went on to Say, we should seek a reasonable, 
realistic and "feasible" agreement with the International Monetary Fund (IMF) 
So as to renegotiate the foreign debt within this framework. 


This is vital, almost essential, because the country cannot continue with 
its reputation for not repaying, but must recover the respect of the international 
community. 


To achieve this, a tremendous effort is needed to reduce the deficit in the 
public sector, and "this involves swallowing a bitter pill," this expert said 
with regret. 


He stated that in order to reduce the deficit of the Costa Rican Electricity 
Institute (ICE), it will be necessary to raise electrical energy and telephone 
rates. The Costa Rican Oil Refinery (RECOPE) will raise the price of fuels; 
Water and Sewers (AyA) will raise the rate for water service; and the Costa 
Rican Social Security Institute will be forced to increase it quota requirements. 





This increase will be implemented gradually, so that those who consume the 
most and those who live in the cities will pay the most. 


Simultaneously, it will be necessary to reduce public expenditures substantially, 
through better controls and greater efficiency and productivity. 


Taxes 


Dr Castillo said that at the same time, it is essential to mobilize a large 
sum of money through taxes, to be used for two purposes. 


One part will go to deal with the employment problem and to rescue enterprises, 
and the other into the productive activities in the country. 


The efforts which the people must make will be designed to channel the resources 

of the high- and middle-income strata which go into consumption today toward 

savings and investment, because in no case should production suffer nor should h 
the most needy groups be asked to reduce their consumption. h: 


The price policy is of great concern to this economist, he admitted, because 
a policy different from the present one must be pursued, one designed not 
ro prevent prices from increasing, but to manage inflation better. 


What is needed to achieve this is to work with the private sector, and to 
reach agreement with its representatives. 


Concerning wages, Dr Castillo warned that it cannot be expected that they 
will automatically rise with inflation, because this means allowing a spiral 
like that which is undermining the Southern Cone to develop. 


He admitted that Costa Ricans cannot hope to have the same purchasing power 


they did some time ago. "We have become poorer, and we will see a decline 
in personal income," he opined. 
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Within this context, the problem is not impoverishment--which is already evi- 
dent--but how resources are distributed. 


In conclusion, Dr Castillo asserted that everything which must be done is 
very negative, but that there is no other alternative, because it is the situ- 
ation which dictates this. 


Costa Rican Economic Indices--December 1981 


Increase for the consumer 65 percent 

Increase in wholesale prices 117 percent 

Number of persons unemployed 79,616 

Deficit in the public sector 5,300 million colones 
Central government deficit 2,058 million colones 
Value of exports $1,031 million 

Value of imports $1,084 million 
Foreign public debt $2,900 million 

Unpaid Interest $130 million 

Net foreign monetary reserves $188,200 


(Official Central Bank data) 
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COUNTRY SECTION COSTA RICA 


SOCIAL SECURITY INSTITUTE BANKRUPTCY REPORTEDLY IMMINENT 
San Jose LA NACION in Spanish 18 Feb 82 p 6A 


[Text] Yesterday Deputy Mario Romero Arredondo (Unity, San Jose) spoke of 
the imminent bankruptcy of the Costa Rican Social Security Institute (CCSS) 
in a statement in which he demanded an immediate solution to the problem. 


He said that although there are other important matters such as the financing 
of the universities, priority must be given to the fund problem to avoid "suc- 
cumbing to economic chaos with serious repercussions on the social welfare 
services this worthy institution provides to a large majority of the citizens 
of Costa Rica." 


He recalled that the president of the CCSS, Dr Alvaro Fernandez Salas, had 
made the legislators and other government officials aware of the extremely 
serious nature of the situation, and he said that therefore it is to be hoped 
that it will not be necessary to close hospitals so that due attention can 

be devoted to the problem. 


Increasing Deficit 


He explained that the fund expects income from the state in the amount 732 

million colones this year. In this connection, if the possibility that the 
government will be unable to pay is taken into account, it is very possible 
that the deficit in this institution's funds will total 182 million colones. 


In addition, the legislative assembly proposed a budget cut of 444 million 
colones, with the understanding that the fund was authorized by means of national 
budget norm 97 to make use of family allocation funds up to the amount of 

240 million colones, out of those resources regarded as "healthy." This norm 

was vetoed by the executive branch. 


In addition, there are pending foreign payments in the amount of $19,463,834, 
of which 75 percent must be made at an exchange rate 36 colones and the remaining 
25 at 20 colones per dollar. 


The above makes a pending total of 622,848,000 colones, which in turn increases 
the fund deficit to 805,095,000 colones. 


On the other hand, the pending transfer from the sickness and maternity system 
to the disability, old age and death categories, according to the October 

1981 balance, comes to approximately 406,101,000 colones, which means that 

the deficit may reach a total of 1,211,196,000 colones. 
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None of the figures quoted includes the floating balance owed to local suppliers, 
whose invoices have not been presented to the payments procedures section, 
Romero explained. 


Serious Omission 


"As if all that has been said thus far were not enough, the various governments 
have since the law requiring it was promulgated in 1973 been failing to honor 
their obligation to pay for the services in terms of medical and hospital 

aid provided to indigents, i.e., the uninsured people unable to pay for them," 
he added. 


The cost of these services comes to approximately 800 million colones per 
year. The present administration has been paying 116 million colones per 
year. However, for reasons which cannot be explained, the deputy said, this 
sum does not appear in the budget for 1982. "This serious omission occurred 
in the legislative assembly," he said. 


Also, he warned that it is evident that it is the contributions of the workers 
and the employers which are financing a program for which it is the duty of 
the state to pay. 


The budget for fund purchases also increased from 1 billion to 1.25 billion 
colones because of the exchange differential, and also, it will be necessary 
to finance the deficits for the years 1980 (204 million colones) and 1981 
(320 million colones). 


What has been said above would lead to an accumulated deficit by December 

of this year of 1.334 billion colones. To this must be added the fact that 

the 243 million colones for the international bond issue approved by the office 
of the controller general will not be received during 1982. 


Wage Increase 


Romero stressed the importance of the fact that the financial and budget deficit 
does not take into account the effect of a wage increase. If, as has been 
proposed, professional workers in the medical field are granted an increase 

of 2,000 colones per month and other workers 800 colones, this would mean 

an additional disbursement of 400 million colones per year, which would increase 
the cash deficit to 1,611,196,000 colones and the budget deficit to 1,977,000,000 


colones. 


"It thus becomes indispensable that the executive branch and the legislative 
assembly familiarize themselves as soon as possible with the choices of other 
than temporary solutions proposed by the fund administrators some time ago, 
so that the imminent bankruptcy of this body can be avoided," he concluded. 
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COUNTRY SECTION CUBA 


COOPERATION ACTIVITIES WITH SOUTH YEMEN NOTED 
Havana GRANMA in Spanish 16 Feb 82 p 6 
[Commentary by Rodolfo Casals] 


[Text ] The year 1982 marks 10 years of sustained and fruitful work in 
Cuban-Yemeni cooperation. A decade of dedication and effort whose most 
important achievement is its contribution to the strengthening of the close 
ties of friendship between the two counries, parties and governments. 


Hundreds of Cuban internationalists have offered their experience in various 
fields of the economy and services in Democratic Yemen. Numerous students 
of the sister Arabic state have visited Cuba to acquire knowledge in various 
technical and political spheres. 


Officials of both countries agree that the cooperation between Cuba and 
Democratic Yemen--which at the present time includes the School of Medicine, 
aviculture, artificial insemination, medical assistance, tobacco cultivation, 
fishing, maritime transport, construction, and advice to the Popular 

Defense Committees--is important towards the realization of the long-range 
plans of the Popular Democratic Republic of Yemen. 


In the opinion of Daniel Iglesias, who is head of Cuban assistance in 
Democratic Yemen, there are four categories which have had a significant 
role in the process of socioeconomic development of the country: the 
creation of the School of Medicine in Aden, which this year will graduate 
with high grades the first 52 Yemeni doctors trained entirely within the 
country, by Cuban teaching personnel; the Lahej medical assistance brigade 
which works in the "Martyrs of Abbas" Hospital, and which has made it 
possible to resolve the assistance situation in that province; the work in 
aviculture, by means of which the genetic base was created and largescale 
production of eggs and meat was begun; and artificial insemination which 
has speeded up the process of increasing herds of sheep and cattle. 


These achievements would not have been possible without the consistent 
attitude on the part of Yemen, receptive to Cuban cooperation and 
demonstrating the fondness of its people toward Cuba, as well as the 
attitude of the Cuban internationalists always ready to solve problems and 
who not only give advice, but also participate actively in production. 
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To give an example of the work done by these groups, the prime mover, Adolfo 
Mesa, responsible for the Lanej assistance brigade, stated that from January 
1980 to June 1981, there were 109,332 outpatients treated in the provincial 
hospital (150 beds) while there were 3,384 admissions and 3,415 surgical 
cases. 


The personnel in aviculture who take care of three incubation plants, a feed 
mill and farms for light and basic genetics, reproduction and fattening of 
the birds, are now engaged in the job of maintaining an increasing curve 

in the production of meat and eggs, because of such demand from the domestic 
market. 


With regard to artificial insemination, the expert Gerardo Gonzalo recalls 
that it was also started from zero in 1972, like aviculture. In the first 
course offered by the Cuban speci2lists in 1973, 12 Yemenis were graduated, 
and another 32 in the following year. Today, in the six farms maintained by 
Cuban workers in the second and third provinces, there are about 1,500 
Holstein cattle and more than 1,000 sheep. 


Another area in which Cubans offer assistance is the maintenance, improvement 
and conservation of Yemeni varieties of black tobacco and in the introduction 
of foreign varieties in order to improve the basic types which are produced 
in the country (bafaque, bamajarana and abuguerida), smaller than those of 
Cuba and with thicker stalks and leaves. 


President Ali Nasser Mohamed, who personally directed the Cuba-Democratic 
Yemen cooperation, stated on a certain occasion to GRANMA that relations 
with socialist countries were based on principles of international solidarity. 
And he added: "Our country has received much aid from our Cuban friends in 
the form of a contribution toward the execution of our economic plans...Our 
country has benefited significantly from the experience of the struggle of 
the Cuban people as much as for their resistance and firmness in the face of 
military sabotage and the economic blockade, as for their experience in 
democratic construction of the country. There is a great similarity between 
the experience of our revolution in Democratic Yemen and the experience of 
the revolution in socialist Cuba. 


After 6 years, the words of the highest Yemeni official maintain their 
validity. 
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COUNTRY SECTION CUBA 


HAVANA MTT STUDY CENTER ACTIVITIES DESCRIBED 
Havana GRANMA in Spanish 18 Feb 82 p 3 
[Article by Diana Sosa] 


[Text] The Center of Military Studies of the Territorial Militia Troops 
[MTT] in Havana opened its doors last 5 September in the municipality of 
East Havana and already the men and women of the city who have enrolled 
politically and for combat in the courses offered by that institution now 
number in the thousands. 


In the last few months of 1981, the center received militiamen from five 
municipalities; this year's plan contemplates members of MIT coming from 
Plaza de la Revolution, Cotorro, La Lisa, Old Havana, Boyeros, 10th of 
October, East Havana, Arroyo Naranjo, Playa, Regla, Guanabacoa and San 
Miguel del Padron. 


Each intensive course consists of 10 days in which 80 hours are devoted to 
classes; in addition, daily physical exercises and political activities 

are undertaken. In the military, training courses are offered in tactics, 
use of firearms, military engineering, regulations, military topography, 
military sanitation, infantry, communications, scouting and protection 
against mass extermination weapons. Those teaching the classes are the 
heads of their own participating units, who during 5 days prior to the 
beginning of the course receive methodical orientation on the themes which 
they must touch upon. 


The daily schedule begins with morning calisthenics and ends at 2200, with 
the promenade, consisting of political and patriotic activity where the 
different units march and sing revolutionary songs. 

"One of the most important objectives which the Center fulfills," according 
to Lieutenant Colonel Benigno Hechavarria, head of the unit, "is the 
achievement of combat cohesion in small units, or rather a very close 
relation between subordinates and the leadership. 
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Emulation 


All the students participate actively in emulation, which is a very important 
motivating force in assignments. Among the principal aspects which are 
checked daily are combat and political readiness, internal order, personnel, 
kitchen and dining room service, cleanliness of small arms, planring, 
infantry, and personnel control documents. Each day the best are selected 
and on concluding the course, the outstanding militiamen and the outstanding 
municipality are awarded diplomas in a political ceremony. The final stage 
of emulation is always hard-fought, because there are many who stand out. 

Up till now, 100 percent of the MIT's have passed their exams, discipline 

is exemplary and all vie for firat place. 


Lieutenant Colonel Hechavarria told GRANMA of the recognition for the 
militiamen who have passed through the Center. He said that they have 
characterized themselves by their enthusiasm, interest and the good grades 
received. To facilitate the entrance of women in the courses, those 
women who find it difficult to live at the Center can return home daily on 
finishing classes. 


The planting of the confraternity tree has already become a beautiful 
tradition, a labor which the most outstanding undertake on finishing each 
course, accompanied by the heads of the Center and representatives of 
political organizations. 


"I believe we are establishing a formidable force, an extraordinary force 
which will multiply the combat capacity of our Revolutionary Armed Forces 
and of our people," the leader of the Revolution stated 20 February 1981 
when commissioning the first units of the Territorial Militia Troops, in 
Granma Province. In only 1 year from this historic day, the MTT's are a 
potent force which is constantly developed and perfected. The Center of 
Military Studies of the City of Havana, together with others of the country, 
works efficiently in that direction. 
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COUNTRY SECTION GUATEMALA 


COUNTRY TO RECEIVE FUNDS TO STRENGTHEN RESERVES 
Guatemala PRENSA LIBRE in Spanish 17 Mar 82 pp 2, 56 


[Text] The Bank of Guatemala and other central banks of Central America will 
receive aid amounting to more then $80 million to strengthen the level of 
their monetary reserves; the aid will come from the Central American Monetary 
Stabilization Fund [FOCEM]. 


A communique issed by the Bank of Guatemala on this subject indicates that 
this financial assistance was approved by the Central American Monetary 
Council [CMC] at the meeting that organization held on 12 March at the Central 
Bank of Honduras, headquartered in Tegucigalpa. 


That meeting was attended by the following Central American central bank 
officials: President Alberto Benitez, El Salvador; President Plinio A. 
Grazioso, Guatemala; President Gonzalo Carias, Honduras; Vice President Adolfo 
Ubilla, of the Nicaraguan bank; President Carlos Formoso, Costa Rica; and 
Mario R. Gomez Valencia, executive secretary of the council. 


The above aid to the central banks to strengthen the position of their 
international monetary reserves was approved within the credit policy of the 
regional financial organization for 1982. 


The exact amount approved is $80,373,000 and, at the same time, steps were 
taken to increase the participation of the central banks in the FOCEM by an 
increase in domestic funds amounting to more than $10.5 million. 


"Moreover," the communique states, "the CMC will sign a modified protocol with 
the Bank of Mexico S.A. which will establish an increase of $10 million in 

the mutual credit line of the monetary collaboration agreement with Mexico. 
This action is contemplated within the foreign funds." 


The communique also spoke of loan requests for the stabilization of the central 
banks of Costa Rica and of the reserve bank of El Salvador, which were author- 
ized in a combined amount of $32.5 million, the purpose being to strengthen 

the international monetary reserves of those countries. 


CMC also discussed the signing of the new Mexican-Central American mutual 
compensation and credit agreement and the procedures for having the Central 
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American central banks participate in the financial mechanism of the Latin 
American Integration Association (LAIA). 


The signing of the new agreement will take place in Quito, Ecuador during 
meetings of the Latin American central banks which will be held before the 
end of this month in that city. 


It is expected that, when the Central American central banks are totally 
integrated in the LAIA system, they will receive the benefits of financial 
support from the mechanisms inherent in that association to finance deficit 
balances resulting from compensation, receive aid with regard to the balance 
of payments and be in position to face up to natural disasters. 


The communique also advised that discussion was initiated on problems of 
regional payment, and an analysis was made of various measures aimed at 
strengthening cooperation among the central banks with a proposal to avoid 
a greater deterioration in trade among the countries of that area. 


The Bank of Guatemala's communique says that the above proposal will be 


studied bilaterally between debtors and creditors and multilaterally with the 
aim of strengthening Central American financial cooperation. 
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COUNTRY SECTION NICARAGUA 


LABOR UNION LEADER SPEAKS AT WORLD CONGRESS IN CUBA 
Havana TRABAJADORES in Spanish 14 Feb 82 p 3 


[Text] "At this time we Nicaraguans are doing our utmost in different 

tasks in order to reach a level of material product that will permit us to 
confront the effects of capitalist crisis, which has hit our nation harshly," 
the secretary general of the Sandinist Workers Federation, Lucio Jimenez, 
said. 


Our efforts--he added--are aimed at achieving higher levels of discipline 
and productivity and, at the same time, keeping up employment, now that many 
workers these days are in danger of losing their jobs because of the 
temporary shutdown of some businesses as a consequence of the crisis. 


Another important task of the workers is to train forces for vigilance over 
labor centers which are targets of sabotage. For this reason the militias 
have been organized and they also have the mission of defending our borders 
which are constantly threatened by counterrevolutionary bands organized by 
the United States, said the union leader from the sister country. 


He pointed out that the training of worker militias is directed fundamentally 
towards countering possible military aggression by armies from countries 
in the region and even by Yankee marines themselves. 


Lucio Jimenez said that while tasks of production and defense of the country 
are given priority, culture in its diverse aspects is developing, such as 
music, singing, and poetry. "We are getting ready for the Third National 
Festival of Workers," the Nicaraguan union spokesman let it be known. 


He also said the Innovators Movement is evolving; its main objective is to 
reduce the inherited technological gap. Preparations are being made for 
the first meeting of Innovators whose primary goal is already being achieved 
in the Department of Managua. The basic thing is the manufacture of 
complete machines for our industries as well as the production of spare 
parts. 


The secretary general of the Sandinist Workers Federation appraised as very 
important the work being done by international Cuban construction brigades 
in Nicaragua. The alwost completed highway that connects the Atlantic and 








Pacific coasts of Nicaragua--which he characterized as of vital importance to 
the nation--is an example of this magnificent work. 


"Cuban physicians and teachers who lend their international support to 
Nicaragua, despite a strong anti-Cuban campaign by the bourgeosie, have known 
how to gain the respect and affection of our people, including those in 
isolated areas penetrated by foreign counter revolutionary broadcasts," Lucio 
Jimenez said. "I consider the greatest contribution of our Cuban worker 
Comrades is the construction of the largest sugar refinery which will 
considerably reduce unemployment, besides being one of the vital achievements 
in the economy." 


The Nicaraguan union leader underscored the great importance that the World 
Federation of Trade Unions take place in Cuba, because "this shows that Cuba 
is in the hearts of the workers of the world,” and the region is one of the 
areas of tension brought on by North American imperialism. 


"The inaugural speech by Commander Fidel shows with full clarity the role 
of the international union movement in the struggle for peace," he said, 
no sector is more interested in peace and tranquility than the working 
class," Jimenez said. 


"and 


The young union leader emphasized that, beginning with this Congress, the 
union movement will be strengthened because, as Fidel said, the search for 
solutions to the burning issues of today and, essentially, the struggle for 
satisfying the workers’ needs unite us. 


- end - 
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